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Current Trends 


In 1976... the Nation’s S&Ls broke all records for both mortgage lending and savings 
inflow gains. . . according to the U.S. League of Savings Associations. Mortgage lending during 
the year reached $78.5 billion... almost 43 percent higher than 1975...and the savings 
increase of $51 billion was more than 18 percent higher than the previous year. For the 
month of December... the lending rate was 31.3 percent above December 1975... while the 
savings gain was almost 50 percent higher. 


The mortgage interest rate picture is mixed. After months of continued drops. ..a 
number of indicators show a slight upturn in interest rates in both the short- and long-term 
money markets. HUD sold $152 million of local Urban Renewal Agency notes in mid- 
January at an interest rate of 2.678 percent. ..up from last month’s 2.40 percent. A FNMA 
auction of $369 million in 4-month commitments to purchase both Government-backed and 
conventionally-financed mortgages also showed the upward trend. On the FHA/VA mort- 
gages...the yield rate in the late-January sale was 8.494 percent...compared to 8.456 in 
December. For conventional mortgages...the rate climbed to 8.83 percent...from the 
8.812 percent at the previous sale. And the FHLBB monthly report on loans closed in 
December on new homes rose to the highest level in nearly 2 years... while the rate on 
existing homes declined. The rate on new homes increased from 9.05 percent in November to 
9.10 in December. This compares to 9.01 percent in December 1975...the rate on older 
homes dropped from 9.10 percent in November to 9.08 in December. This was down from 
9.28 percent in December 1975...and the lowest since the 9.03 prevailing in July 1976. 


The FHLBB also reported that the average effective rate of conventional loans on 
new homes during all of 1976 was 8.99 percent... compared to 9.01 percent for the 1975 
average. For existing homes. . . the comparative annual figures were 9.11 in 1976 and 9.21 in 
1975. 


The average price of new homes sold in December reached an_ all-time 
high. . . $50,800 in December. . . compared to $48,600 in November. The previous record was 
$50,600 in September. The December average price for existing homes was $43,100...u 
from November’s $40,800. 


« 


BankAmerica Gets Approval for Housing Plan 


The Wall Street Journal reports that BankAmerica Corporation has received approval 
from the Federal Reserve Board to create a new housing restoration subsidiary to provide 
middle-income urban housing. 


The bank holding company applied for permission in November to establish the 
subsidiary. 


The unit. ..to be known as BA City Improvement & Restoration Corporation. . . will 
concentrate its efforts initially in East Oakland, Calif., and will purchase and restore about 
30 abandoned and vacant homes to be resold at a ‘moderate price,’ the company said. 





FHLBB Names ‘Borrower’ Advisers 


The Federal Home Loan Bank Board has appointed seven persons. . . representing the 
‘borrower viewpoint’ to its 33-member advisory committee that is studying ways to improve 
home mortgages. FHLBB Chairman Garth Marston named the new members to the Board’s 
Alternative Mortgage Instruments Research Study Group. .. which is composed of representa- 
tives of Savings and Loan Associations, labor, universities, and the public. 


The Group is engaged in a year-long analysis of mortgage plans. ..including such 
items as graduated payments, variable rates, deferred interest, reverse annuities, price-level 
adjustments, and the so-called Canadian roll-over. 


The consumer members are: Thomas L. Clark, deputy New York State Superinten- 
dent of Banks for Consumer Affairs; H. Robert Erwin, Director of the Consumer Law 
Center, Baltimore Legal Aid; Elsie Federman, professor and family economics and manage- 
ment specialist, University of Connecticut; Josephine Lawyer, family resource management 
specialist, U.S. Department of Agriculture; William R. Morris, director of housing program, 
NAACP: Kenneth J. Luchs, Washington, D.C. REALTOR: and Nathaniel H. Rogg, retiring 
executive vice president of the NAHB. 


* 
S&L Yields Continue High 


An analysis of comparative interest rates paid by the S&Ls in relation to competitive 
savings instrumentalities appeared in the December Savings and Loan News. 


8/74 11/75 11/76 
90-DAY YIELDS 
Savings association 5.25 percent 5.25 percent 5.25 percent 
Treasury bills 9.00 5.40 4.70 
Bankers’ acceptances 10.75 z 4.95 
Bank CDs 12.20 ; 5.05 


1-YEAR YIELDS 

.Savings association 6.50 
Treasury notes 9.40 
Government agency 10.00 


4-YEAR YIELDS 
Savings association 
Treasury notes 
Government agency 


10-YEAR YIELDS 
Savings association 
Treasury bonds 
AA corporates 
Home mortgages 
GNMaA securities 


FYI * 


American National Metric Council... Annual Conference and Exposition. .. Chicago, 
March 21-23. Details: ANMC, 1625 Massachusetts Ave., N.W., Washington, D.C. 20036. 


Community Associations Institute... Third National Conference. .. Chicago, March 
27-30. Details: CAJ, 1200 - 18th St., N.W., Washington, D.C. 20036 (202/223-6770). 


George Washington University (Advanced Management Education Center, School of 
Government and Business Administration). .. Seminar: Zero-Base Planning and Budgeting: A 
Powerful Management Tool... Washington, D.C., March 30-April 1. Details: Seminar 
Administrator, Advanced Management Education Center, School of Government and Business 
Administration, GWU, Washington, D.C. 20052 (202/676-6059). 





Home Warranty Program Being Studied 


A warranty and inspection program for existing homes is under study at HUD. The 
basic purpose of the study is to help HUD and the Congress decide if a national system of 
home warranties and inspections should be added to the services offered by FHA. 


The study was ordered by the Congress in the Housing Authorization Act of 1976. It 
calls on HUD to make recommendations “....for protecting home buyers from hidden or 
undisclosed defects seriously affecting the use and livability of the home....” 


In a contract with Mathematica Policy Research of Princeton, N.J., the firm promises 
to determine the need and demand for such a program... lay out a number of alternatives 
and their costs...and indicate their likely impact on FHA and existing private warranty 
programs. 


Complex data is being gathered in two surveys. A Needs Survey is exploring the 
experiences of home buyers within the last 2 years. It will attempt to identify defects they 
have encountered, the costs of repairs, and the kinds of houses most likely to contain 
defects. 


A Demand Survey is being taken among people who have bought a home within the 
past 3 months. They are being asked questions designed to measure the demand for a 
national home inspection and warranty program at various costs and its likely market impact 
on FHA and private warranty programs. 


Both surveys are being taken among buyers who financed their homes conventionally 
as well as through Federal programs. 


Mathematica also is looking at some of the private home warranty programs, such as 
the Certified Home Inspection Program, the Soundhome Assurance Policy, the Factfinder 
Inspection and Guarantee Program, the St. Paul Insurance Company’s Home Warranty 
Contractual Liability program, the American Home Shield Warranty program, the Cal-West 
program, and the National Association of Home Builders’ Home Owners Warranty Program. 


A report should be received from the contractor in May, and final findings and 
recommendations sent to the Congress in June. A progress report will be sent to appropriate 
Senate and House committee chairmen March 1. 


Total cost of the survey is estimated at $277,500. 
* 


From the States 


New Jersey has taken two steps to improve the housing situation in the State. In the 
November election. ..the voters approved a $25 million bond issue. . . the money to be used 
by the New Jersey Housing Finance Agency to help build apartment houses for senior 
citizens and low- and moderate-income families. It is expected that the $25 million will 
attract $270 million in funds (mostly Federal) to produce some 7,000 housing units. It is 
planned that the proceeds of the bond issue will be used for grants, second mortgages, and 
other financial arrangements to promote the construction of projects that otherwise would 
have difficulty going ahead. 


Governor Brendan Byrne has signed into law a ‘redlining’ statute that bans discrimina- 
tion by lenders in making mortgages in neighborhoods because of racial composition. Under 
the new law... the State Banking Commissioner can levy fines of up to $5,000 for each and 
every instance where a lending institution refuses to grant a mortgage to an applicant because 
of arbitrary reasons based on geography. Lenders are required to file reports with the State 
on mortgages granted and refused. The law also provides for class-action suits by residents of 
areas that are affected by discrimination. 





Rehabilitation Demonstration Cities Selected 


HUD has selected 20 additional cities to receive more than $30 million in Rent Subsidy 
Funds in a demonstration program for the rehabilitation of lower-income housing. 


Two cities... Atlanta and New York...were selected earlier... from a total of 50 
submitting applications...to test the workability of labor-management agreements incor- 
porating revised work rules and wage rates in rehabilitation projects. 


The new cities announced showed evidence that local labor-management agree- 
ments could substantially reduce the cost of rehabilitation. They also indicated a willingness 
to step up municipal services and to use Community Development Block Grant Funds to 
support the rehabilitation project in selected neighborhoods. 


Several different types of agreements between unions and developers were presented 
by the applicants. A number will require modifications to meet programmatic requirements. 


Acceptable agreements must be executed by February 10 or the locality will lose the 
subsidy funds. 


The 20 cities named are: Oakland, Los Angeles, and Eureka, California; Boston, 
Brockton, Lawrence, Lowell, Newburyport, and Waltham, Massachusetts; St. Louis and Kansas 
City, Missouri; Omaha. Nebraska; Hoboken, Jersey City, and Newark, New Jersey; Westchester 


County and Yonkers, New York; Cleveland and Cincinnati, Ohio; and Philadelphia, 
Pennsylvania. 


Ten additional cities were designated as alternate sites for the program. They will be 
eligible for consideration in the event that the selected localities are unable to meet the 
deadline for acceptable agreements. 


The demonstration program was first announced in October. ..and Atlanta and New 
York were selected to receive $19 million during the first competition in December. 


No additional funds are available for the Program at this time. 
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